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SUBJECT: UNDP PROGRAMS IN YEMEN 

REE: SANA 0338 

SUMMARY: TO AVOID CUTBACKS IN PROGRAMS IN YEMEN, YARG 
HAS OFEERED TO LOAN $3 1/2 MILLION WITHOUT INTEREST 
TO UNDP. 

1 . UNDP IN YEMEN UNDER VIGOROUS LEADERSHIP OP RESREP 
HAS DRAMATICALLY EXPANDED IMPLEMENTATION OF YEMEN 
PROGRAM IN LAST YEAR. IN ORDER TO BE ABLE MOVE INTO 

NEXT AND EXPANDED CYCLE SMOOTHLY, PROGRAM HAD "BORROWED" 
AGAINST PUNDS EXPECTED IN COMING YEAR. THIS WAS REPORTEDLY 
DONE WITH KNOWLEDGE AND INDEED PROMPTING OF UNDP DUE STATUS 
YEMEN AS ONE OP RELATIVELY LESS DEVELOPED COUNTRIES. 

2. UNDP PROGRAM IN YEMEN CONSISTS ALMOST ENTIRELY 
OF EXPERTS (110 OF THEM AT PRESENT). WITHOUT LARGE 
BUDGET FOR EQUIPMENT AND SUPPLIES, PROGRAM IS 
INHERENTLY UNPLEXIBLE AND HARD TO ACCELERATE OR 
DECELERATE. NEVERTHELESS RESREP HAS BEEN DIRECTED 
TO CUTBACK SHARPLY IN COMING MONTH. THAT MEANS 
ENDING SOME PROGRAMS NOW UNDERWAY AND TRUNCATING 
OR DEFERING OTHERS WHICH ARE STILL IN PLANNING 
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3. YARG PUTS VERY HIGH PRIORITY ON TECHNICAL ASSIST- 
ANCE OE UNDP AND WHILE GOVERNMENT HERE IS NOT RPT 
NOT IN POSITION TO SHARE COSTS OE PROGRAM, IT HAS MADE 
EORMAL AND REMARKABLE OEEER TO LOAN UNDP $3 1/2 
MILLION WITHOUT INTEREST TO AVERT DRASTIC AND 
SUDDEN CHANGE OE PLANS. YARG PRESIDENT HAMDI BACKS 
PLAN. 

4. SINCE UNDP YEMEN ONLY LEARNED OF CUTBACKS AT 
THE END OE NOVEMBER, THEY HAVE HAD NO TIME TO PHASE 
SMOOTHLY INTO NEW FINANCIAL SITUATION. LOAN 
WOULD DEFER RETRENCHMENT UNTIL NEXT YEAR AND GIVE 
UNDP TIME TO PLAN EOR ADJUSTMENT. 

COMMENT: BELIEVE WE COULD USEFULLY RECOMMEND TO UNDP 
SEEK WAY TO ACCEPT LOAN OFFER. PROGRAMS ARE IN 
BADLY NEEDED AREAS AND ARE MOST USEFUL TO YARG. 

THERE IS GOOD CHANCE THAT GIVEN TIME YARG COULD 
FIND OIL PRODUCING COUNTRY WILLING TO PICK 
UP THE SAMLL TAB ON ONE TIME BASIS. MAKES 
LITTLE SENSE TO SLASH PROGRAM ABRUPTLY NOW 
WHEN IMMINENT SECOND CYCLE ANTICVHATES MAJOR 
EXPANSION OF TECHNICAL ASSISTANCE TO VERY UNDER- 
DEVELOPED YEMEN. APPRECIATE THAT THIS IS LOCAL 
PROGRAM ISSUE AND ''LOAN"SOLUTION OFFERS PROBLEMS, 

BUT WE HAVE OBVIOUSLY EXPLORED IN GREAT DETAIL WHAT 
MIGHT BE DONE TO EASE PRESENT UNDP FINANCIAL CRUNCH 
(SEE STATE 038843) AND MAY BE PREPARED TO CONTINUE 
THIS EFFORT IN PARTICULAR CASE WHERE $3.5 MILLION 
CUT IS VERY LARGE PART OF UNDP PROGRAM. 
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